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Owner. An owner as defined in the ap-
plicable Section 8 regulations. 

Parent Entity PHA. Any state, county, 
municipality or other governmental 
entity or public body that is authorized 
to engage in or assist in the develop-
ment or operation of low-income hous-
ing and that has the relationship to an 
agency or instrumentality PHA re-
quired by this subpart. 

Servicing fees. The annual costs of 
servicing the obligations 0including 
any debt service reserve), including 
trustee fees, mortgage servicing fees, 
PHA expenses in connection with an-
nual reviews, maintenance of books 
and accounts, audit expenses, agent 
fees and other costs of servicing the ob-
ligations. 

Trust indenture. A contract setting 
forth the rights and obligations of the 
issuer, bondholders, owner and trustee 
in connection with the tax-exempt ob-
ligations. The trust indenture may also 
include provisions regarding the loan 
to the owner or these may be set forth 
in a separate mortgage. 

Trustee. The entity that has legal re-
sponsibility under the trust indenture 
for disposition of the proceeds of a 
bond issuance and servicing of the debt 
represented by the obligations. The 
trustee must be a bank or other finan-
cial institution that is legally qualified 
and experienced in performing fidu-
ciary responsibilities with respect to 
the care and investment of funds of a 
magnitude comparable to those in-
volved in the financing. 

Yield. That percentage rate at which 
the present worth of all payments of 
principal and interest to be paid on the 
obligations is equal to the purchase 
price. 

[44 FR 12360, Mar. 6, 1979, as amended at 61 
FR 5212, Feb. 9, 1996; 61 FR 14460, Apr. 1, 1996] 

§ 811.103 General. 
(a) In order for obligations to be tax- 

exempt under this subpart the obliga-
tions must be issued by a PHA in con-
nection with a low-income housing 
project approved by HUD under the Act 
and the applicable Section 8 regula-
tions. 

(1) Except as needed for a resident 
manager or similar requirement, all 
dwelling units in a low-income housing 
project that is to be financed with obli-

gations issued pursuant to this subpart 
must be Section 8 contract units. 

(2) A low-income housing project that 
is to be financed with obligations 
issued pursuant to this subpart may in-
clude necessary appurtenances. Such 
appurtenances may include 
commerical space not to exceed 10% of 
the total net rentable area. 

(b) Where the parent entity PHA is 
not the owner of the project, the par-
ent entity PHA or other PHA approv-
able under § 811.104 must agree to ad-
minister the contract pursuant to an 
ACC with HUD, and such a PHA must 
agree that in the event there is a de-
fault under the contract it will pursue 
all available remedies to achieve cor-
rection of the default, including oper-
ation and possession of the project, if 
called upon by HUD to do so. If the 
field office finds that the PHA does not 
have the capacity to perform these 
functions, the Assistant Secretary may 
approve alternative contractual ar-
rangements for performing these func-
tions. 

§ 811.104 Approval of Public Housing 
Agencies (other than agency or in-
strumentality PHAS). 

(a)(1) An application to the field of-
fice for approval as a Public Housing 
Agency, other than an agency or in-
strumentality PHA, for purposes of 
this subpart shall be supported by evi-
dence satisfactory to HUD to establish 
that: 

(i) The applicant is a PHA as defined 
in this subpart, and has the legal au-
thority to meet the requirements of 
this subpart and applicable Section 8 
regulations, as described in its applica-
tion. This evidence shall be supported 
by the opinion of counsel for the appli-
cant. 

(ii) The applicant has or will have the 
administrative capability to carry out 
the responsibilities described in its ap-
plication. 

(2) The evidence shall include any 
facts or documents relevant to the de-
terminations required by paragraph 
(a)(1) of this section, including identi-
fication of any pending application the 
applicant has submitted under the Act. 
In the absence of evidence indicating 
the applicant may not be qualified, the 
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field office may accept as satisfactory 
evidence: 

(i) Identification of any previous 
HUD approval of the applicant as a 
PHA pursuant to this section; 

(ii) Identification of any prior ACC 
with the applicant under the Act; or 

(iii) A statement, where applicable, 
that the applicant is an approved par-
ticipating agency under 24 CFR Part 
883 (State Housing Finance and Devel-
opment Agencies). 

(b) The applicant shall receive no 
compensation in connection with the 
financing of a project, except for its ex-
penses. Such expenses shall be subject 
to approval by HUD in determining the 
development cost, cost of issuance and 
servicing fee, as appropriate. Should 
the applicant receive any compensa-
tion in excess of such expenses, the ex-
cess is to be placed in the debt service 
reserve. 

(c) Where the applicant acts as the fi-
nancing agency, the applicant shall be 
required to furnish to HUD an audit by 
an independent public accountant of its 
books and records in connection with 
the financing of the project within 90 
days after the execution of the con-
tract or final endorsement and at least 
biennially thereafter. 

(d) Any subsequent amendments to 
the documents submitted to HUD pur-
suant to this section must be approved 
by HUD. 

§ 811.105 Approval of agency or instru-
mentality PHA. 

(a) An application to the field office 
for approval as an agency or instru-
mentality PHA for purposes of this 
subpart shall: 

(1) Identify the parent entity PHA. 
(2) Establish by evidence satisfactory 

to HUD that: 
(i) The parent entity PHA meets the 

requirements of § 811.104. 
(ii) The applicant was properly cre-

ated pursuant to state law as a not-for- 
profit entity; is an agency or instru-
mentality PHA, as defined in this sub-
part; has the legal authority to meet 
the requirements of this subpart and 
applicable Section 8 regulations, as de-
scribed in its application; and the ac-
tions required to establish the legal re-
lationship with the parent entity PHA 
prescribed by paragraph (c) of this sec-

tion have been taken and are not pro-
hibited by State law. This evidence 
shall be supported by the opinion of 
counsel for the applicant and counsel 
for the parent entity PHA. 

(iii) The applicant has, or will have, 
the administrative capability to carry 
out the responsibilities described in its 
application. 

(b) The charter or other organic doc-
ument establishing the applicant shall 
limit the activities to be performed by 
the applicant, and funds and assets 
connected therewith, to carrying out 
or assisting in carrying out Section 8 
projects and other low-income housing 
projects approved by the Secretary. 
Such organic documents shall provide 
that the applicant shall receive no 
compensation in connection with the 
financing of a project, except for its ex-
penses. Such expenses shall be subject 
to approval by HUD in determining the 
development cost, cost of issuance and 
servicing fee, as appropriate. Should 
the applicant receive any compensa-
tion in excess of such expenses, the ex-
cess is to be placed in the debt service 
reserve. 

(c) The documents submitted by the 
applicant shall include the following 
with respect to the relationship be-
tween the parent entity PHA and the 
agency or instrumentality PHA: 

(1) Provisions requiring approval by 
the parent entity PHA of the charter or 
other organic instrument and of the 
bylaws of the applicant, which organic 
instrument and bylaws shall specify 
that any amendments are subject to 
approval by the parent entity PHA and 
by HUD. 

(2) Provisions requiring approval by 
the parent entity PHA of each project 
and of the program and expenditures of 
the applicant. 

(3) Provisions requiring approval by 
the parent entity PHA of each issue of 
obligations by the applicant not more 
than 60 days prior to the date of issue 
and approval of any substantive 
changes to the terms and conditions of 
the issuance prior to date of issue. 

(4) Provisions requiring the applicant 
to furnish an audit of all its books and 
records by an independent public ac-
countant to the parent entity PHA 
within 90 days after execution of the 
contract or final endorsement and at 
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